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Adopted and Filed

Pursuant to the authority of Iowa Code section 421.14, the Department of Revenue hereby adopts an
amendment to Chapter 40, “Determination of Net Income,” Iowa Administrative Code.

Notice of Intended Action was published in IAB Vol. XXXII, No. 8, p. 943, on October 7, 2009, as
ARC 8223B.

This amendment revises rule 701—40.15(422), introductory paragraph, by adding a phrase that makes
the Iowa rule consistent with the federal 1040 tax form instructions and 2009 Iowa Acts, Senate File 322,
section 4.

This amendment is identical to that published under Notice of Intended Action.
This amendment will become effective January 6, 2010, after filing with the Administrative Rules

Coordinator and publication in the Iowa Administrative Bulletin.
This amendment is intended to implement Iowa Code section 422.9(4).
The following amendment is adopted.
Amend rule 701—40.15(422), introductory paragraph, as follows:

701—40.15(422)Reporting of incomes bymarried taxpayerswho file a joint federal return but elect
to file separately for Iowa income tax purposes.   Married taxpayers who have separate incomes and
have filed jointly for federal income tax purposes can elect to file separate Iowa returns or to file separately
on the combined Iowa return form. Where married persons file separately, both must use the optional
standard deduction if either elects to use it, or bothmust claim itemized deductions if either elects to claim
itemized deductions. The provisions of Treasury Regulation § 1.63-1 are equally applicable regarding
the election to use the standard deduction or itemized deductions for Iowa income tax purposes. The
spouses’ election to file separately for Iowa income tax purposes is subject to the condition that incomes
received by the taxpayers and the deductions for business expenses are allocated between the spouses
as the incomes and deductions would have been allocated if the taxpayers had filed separate federal
returns. Any Iowa additions to net income and any deductions to net income which pertain to taxpayers
filing separately for Iowa income tax purposes must also be allocated accurately between the spouses.
Thus, if married taxpayers file a joint federal return and elect to file separate Iowa returns or separately
on the combined Iowa return, the taxpayers are required to compute their separate Iowa net incomes as
if they had determined their federal adjusted gross incomes on separate federal returns with the Iowa
adjustments to net income.
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